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To encouraqe the Bucce••tul participation 'l!'av ~_
de.ignated entiti.. in ~h. provi.ion of peraonal
comaunication••ervice. ("PCS"), the Camal.aion
lIU.t crea~e uanil\9ful opportuniti.. for new
entrant.. The Ca.al••ion'. ct~lleng. i. to
reali.e the Conqr...ional direative to p~t.
the participation ot ...11 bu.in..... , rural
telephone compani.. , .inoriti•• and wOllen in PCS.

•

HOW CAM TBB COMKISSION BEST CREATE REALISTIC
OPPORTUNITIES FOR DESIGNATED ENTITIES?

I.

• PCS i. a capital intenaive venture and 1IAJly
coapanie. with 8ignificant re.ource. will develop
PCS .y.~. Accord.il1CJly, preterential treatJIent
tor designated entitie. i. an ab.olute n.c•••U:y
if opportunity tor participation ia to be a.sured.

Praterantial 2rgyi·ioDl

The Option'
(

• AIt:hou!: t:he ccmais.ion has yet to announce the
.pagi~ polici•• to a••ist designated entitie.,
it has identified a ..nu of option. trOll which to
choo•••

•

•

The preference option. inclUde apectrua ••t
a.ide., tax certificates and ~h. availability of
inatall••nt payaent plana and bid41nq oredits.
Bach one of thea. provi.ions i. invaluable to
successtul desiqnated entity participation.

Blimination of the previously proposed rules to
encourage participation, espeoi:'aN.y via 20 MHz BTA
Blocks, would be d18a.~rou. to participation by
d••iqnated .nti~i.8. While reexaatnation of
polioie. and fine-tuning can sUbatantially improve
regulatory deci.ions, the co..iaalon'.
r.oonaid.ra~ion ot a.pec~. of the PCS lioenalng
soh... shOUld not extend to review and
retrenchment tor designated .n~ity opportunities.

Set.-Asides

• It has been suggested that the set-aside tor .aall
businesses aay be in jeopardy. Further, so.. have
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•

•

.u9g••ted that minority and qender-baaed set

.sides ..y be unconstitutional. Th. Commi••ion
1IlU.t not chan98 its rules during this "tre.h look"
period to the detri..nt of duignated entitie••
Each ot th... set-asid.. i. both nec•••ary and
proper. No constitutional i ••ues would be raised
by their adoption.

Indeed, it .mall bu.in••••• , minorities and women
all quality to bid on the aet-a.id., no
constitutionally .u.pect race-specific set-aside
is e.tablished. The policy is not one ot racial
exclusivity.

Moreover, it i8 i_portant that the ...11 bu.in•••
s.t-aside and minority set-aside be 41atingt
preterences. The lanCjJUaqe of i:he Budget Act
indicat.. that preterence. be adopted
in4epln4tntly for each of the•• group••

Joint Venture.

•

(

De.iqnated entities must be able to joint venture
wi~ other campanie. offering both
telecoaaunication. axparti.. and capital.
Although the comai••ion has utablillhed owner.hip
interest restriction. to pr.v.nt d..ignated entity
-tt:'onts,· the rule• .-u.t permit financial and.
..naqerial arranqaent& that allow de.iqnated
entities to compete with campanie. of
siqnificantly greater size.

9wnIr.hip Blltrictioo•

• For bu.ine•••• owned by wa.en and ainoriti••, the
current rule. are _i.guided in focuaing only on
equity ownersbip and not providillC) a ••parate,
alternative te.t baaed on 9QDtrpl. eo.pani••
cont.rolled by designated entitie., but unable to
meet the coaai.sion'. equit.y requirements (50.1'),
should be eligible for the preference.

• In other area., the co.-i••ion haa recoqnized that
a ainorit.y group aember need not po..... 50.1' of
~e equity ot a busine.. for the business to
qualify for minority .tatu.. In applying the tax
certificate policy to ainorit.y acquisitions under
the Minority ownership Policy tor the broadcast
and cable television industrie., the CO..iasion
has not required controllinq .inority group
members to hold an equity ownerablp ot 50.1' to
qualify the seller or inv••tors for a tax certificate.
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The co.i••ion should al.e prOVide for th. u.. of
tax cartiticat.. by d..ignated entitie••

It ha. been .U99••~.d t.bat, 1n reqard to
install_nt payMlits, tMre be a tva year
moratorium on the principal portion ot the
pa~ts. Only th. inter..t portion of the
payment., therefore, would be tendered during the
first tva years followinq th. license 9rant. This
benefit is intended to facilitate the construction
of PeS infrastructure.

( II.

• The c~i••lon should allow axcap~ions to the
c.llular PCS eligibility re.trlotiona for cellular
licena... holding a fton-eont:rollblC) interest in a
alnorit.y-controllad Pel buaiDa... Thl. will
provicla ainor!ty entr.,nneurs the QPPOrtunity to
acquire wlrele.. ee-uft1ca~lons experti.. througb
cooperative business arrang...nta.

• Tbe co.ais.ion should also con.ider ex-.pting
cte.ipated .ntit.i.s troa tb. 20' pIlJ'lleftt.
requi~nt OftC41 • bidder aucceaatully biu on a
li~. The 20' p&yMftt requir..-nt i. onerous
for _11 bu.inea..s and other d..ignated
entiti•••

WHAT JIAItIft AlII) REGULATORY FACTORS 1fl:LL IIUB PCB A
VIABLE BOSIlfBSS?

• Although there .y be r~ for 41..gr....nt •• to
tM appropriate· epeetrua allooaticma and
geoc)Z'apbic serviea area., the ca.als.1on has
cbo•• a structure that. .ncoapa•••• 10, 20 and 30
11Hz blooD.

• Tha COllpCttltlve Bld4inIJ .otic. ot Proposed
RuleMJting haa proPOMCl to Nt-••iele Blocks C (20
JIIII: 8'1'A) and D (1011Hz B'l'A) tor d..1qnat;ed
entities.

• Tbe caam.i••ion ..at not. di.turb 1:he 20 IOIz set
••ide tor d..ignatad antiti... 'ftlouqh. 30 .z
block would provide d..i9n&ted entitle. treater
aarket; opportunit;i•• , th. Block c ••t;-••ida do••
provide d••ignated entiti.. with a .iqnificant
opportunity to co.pete in PCB.

• While the 10 MHz Block provid.. ad.quate apectrua
tor niche service., 20 MHz blocks are ~r. usefUl.
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It i. i.,ortan~ for tbe 20 MHa block to reaain
adjacent to the Ift'A Ilea... to provide for
..xt.ua interoperability with vide area PCS
operation••

MO _ttar vha1: th. ult.t.t.e allocation, it i.
1aperative that the ea-i••ion utabllah ••t-
••ld_ to level the playift9 field. Unl••• tba_
_ t-••i4.. are in place, d..i9ft_ted entiti•• viii
find it virtually ~.ible to outbid la~.r
co~titor. ..ekinq 1:0 ag9regate .pectrua 1n their
tarqet ..rut•.

III. WHAT TYPES OF PIHANCIKG WIIaL SUPPORT PCS?

•

•

one of the qreat_t chall....- facinq 4eaiqnated
entit.i.. will be the pz'OG\1reMnt of tiftanciftC).
The valuation of PCS ll~ continu_ to be •
difficult proc... in liCJllt of the uny UDJmovna
t:bat prellantlI exiet.. au-tiona about the aotIt. ot
bui1411l9 PCS ntrutruoture ooapouncl t1M i1lpllct.

Potential sources of tinaacinq viii be (1) ventura
capitalist.s, (2) Initial Public Offering.; (3)
public debt ott.rinq.: or (4) c~rci.l bank
loane.

•
(

llany ventura capitali.t. are oonc:emed about the
ViabilitI of 4eei9J'&~ eatitl.s in a hiCJhly
COIIINttit v. PeS _rke'tplaca. Soaa haye aQ9le8ted
tbat c1uignated entities avoid the auction proce••
c01llPl.t.ly.

• ft. ca.ai••ion'. rul.. ..t encouraCJ. fJ.nanc:lal
JlU'bta to lend IIOney to 4_ic)nated entiti•• to
cover PCS start-up and _nice initiation coata.
Unl_e this encoura._nt ia 9iven, the only
opportunities for d_ipated entiti•• _y be
liai~ed to alliance. with larger ooapanie••

• Desi~ted entiti.. should be peraitted to off.r
aecurity inter.st. in ~.ir lican... to provide
lendera with a SUfficient level of coafort in
providing ~und. to finance the construction ot
PCS.

• DaaiCJftatect entiti.. .l.e should be allowed the
flexibility to profit troa econoaically prudent
conduct. It i ....ential 1:hat all lic.ns_a,
including et..lgnatect entitie., be free to eDCJaeJe
in afteraarket transactions that will be neces.ary
to brinq .ervice to the public.
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The Ccn I i ••lon lIbould not adopt any penalty
provi.ion that .~ the 111egitiaacy ot any
profit a ~iqnated entity ia able to realize on
the tran.ter ot a lic.nee.

'!'b. _tabliabllent· of .ffeot;lve ilUltall.ent payunt
plana and blddlDq credita i. invaluable to
d_ignated entity participation. Further, relief
frOll overburdenaoae down payaenta will facilitate
entry of <I••19ft_ted entities into the PeS
..rJtetplace.

IV. CONCLUSION

• The IIClvent at Pal hoI...1pifloant proai•• for
ct-aiC)ftAi:ad entiti.. Oftl, if appropriate and
aec....ry preferanau are .fforded. The
C0PII1..lcm .at tu.e ...lc.aly Contre..• direotive
and _tabllab rul_ tJaat vill provide dMignated
entiti•• with proti~able PeS opportuniti•••


